Internal Revenue Servieeg Department of the Treasury
District Director

Fost Office Box 1680, GFO
Broowiyn, NY 11202

Date: WAN $1 wgy

Ferson to Contact:

Contact Telephone Number:

Refer Reply to:
Employer Identification
Number:

CERTIFIED MAIL

Dear Apolicaﬁt:

We bave considered vour application for tax-exemot status under
section 301(c){3) of the Internal Revenue Code.

The evidence oresented disclosed thet you were ‘ormed as an
unincorporaied association on

-
1s & group of pecople that share common interests and
pericdically meet to discuss topics im connection concerning tre
minili-cups. The entity ras two goals: (1) To have a Qood taimes.
while plaving 1t sufe and (2) Tm net to bnow one ancthor arg
become good 1:i1ends. The entity will race and distribute arvy
money from the tracks evenly amongst the member/drivers.

1s to receive Wl as a fee before track winnings
are distributed to the drivers.

GEEENREER ... orovide 1ts members the opportunity tu race at

different tracks and be compensated for their participation.
The entity intends to have members share the proceeds from tre
track equaily. The oryanization will also conduct various
fundraisers to help future and upcoming drivers to purchase car
parts, bodies and other items needed. also hopes
to donates some of the mouney raised to a charitable
organization. The association usually conducts 1ts meetings ot
the tracrs where members race before practice.

The organization will received income from driver dues., tract
proceeds and gross receipts. The organization conducts such
fundraisers as photo sales., bake sales, walk-a-thons, etc.

~ will disperse 1ts funds for outstanding bills

(telephone oifice supplies., engine seals, etc.)., gifts (to tracs
owners., & sistants and drivers) and contribution to a charituble
organization.




in part, for the
Grganizations organized ang
religious, scientific or
net earnings of which
shareholder or indivaidual .

Ooperated exclusively for charitable,
gducational Purposes, no part of the
lnures to the benefit ot any private

In order to Qualiiy under IRC S01(c)(3)., an Oorgarization must be
both "organized" and "operated" exclusively for one or more

) It the organization fails
to meet either the organizational test or the Operational test,
it 1s not exempt. (Regs. l.SOl(c)(B)—l(a)(l)). The
Organizational test relates to the rules for governing an
organization and the burposes stated in its articles of

organization. The Operational test relates to the
organizaticn's activities.

Section 1.501(:)(3)—1(b)(4) of the Regulations states that "an
organization jis not erganized exclusively for one or more exemnpt
burposes unless ,tg assets are decdicated to an exempt purpocse.
AN organization S assets will be considered dedicated to an
exempt purpose., for evample. 1f upon dissolution. such assets
would. by reason of A Provision in ths organization s articles
©or by operation ¢f law, be distributed for one Oor more exempt
Purposes, or to the Federal government. or to a State or local
government, for a public purpose. or would be distributed by &
Court to another organization to be used in such manner ac 1n
the judgment of the court will best accomplish the general
Purposes for which the dissolved organization was organiced.
However, an drganization does not meet the organi:zational test
1f 1te :rticles or t"'2 law of the State in which 1t Wwis Ccreateq
orovide rthat 3 re Assets would. upon dissolution, be distrabuteqy
to its members or shareholders."”

Section 1.501(c)(3)-1(e)(1) of the Regqulations states that 1f
more than an insubstantial part of an organization’'s activities
1s not i1n furtherance of exempt PUrposi?s, the organization vil ]l
not be regarded as exempt.

An organization g articles of association dcas not iimit 1ts
purpose to those within the burview of section S501(c)(3) of the
Code. In addition the articles of associatiord did not contain «
dissolution provision which dedicates your assets to an exempt
purpose. Therefore. the articles of association ot the

fails to meet the
organization test reqguirements of section 1.504(Ci(2) - 1(b) ot
the Regulations.

Your primary activity 1s to promote and €ENQage® in the spori ot
car racing. Your entity will divide all track proceeds among
its membe;s iérivers) after the entity i1tself receives o, of
the 1ncome as tee. Such activity 1s considered to pe a
commercial activaity, An entity which enganes in such acrtivit,
fails to meet the operational test requirements or section
1.301(e) () - 1(c) of the Regulations.




In lights of the above, we hold that you are not entitled to
exemption under section 5301(c)(3) of the Code because you are
not organized or operated exclusively for charitable purposes.

Accordingly. we conclude that you do not meet the requirements
for exempt status under section S01(c)(Z) of the Code and
propose to deny your request for exemption under that section.

You are required to file a taxable return Form 1120 or 1041 with
the District Director of Internal Revenue Service. Flease send
the return to the Internal Reveriue Service. F.0. Eox 1630
General Fost Office, Brooklyn., NY 112072.

Contributions made to vyou are not deductible by the donore as
charitable contributions as defined in section 170(c) of the
Code.

If you do not agree with this determination, you may request a
Conference with the Regional Director of Appeals by protezting
in accordance with the enclosed instructions within 30 davs.

Frotests submitted which do not contain all the documentation
stated 1n the instructions will be returned for completion.

If we do not hear from you within that time this determination
will ba considered final and the appropriate State Officials
will be notified.

It vyou do riot protest this proposed determination 1n a timely
manner, 1t will be considered by the Internal Revenue Servi -e as
a failure to eshausl avallable administrative remedies. Section
7428(b)(2) of the Internal. Revenue Code provides in part that "A
declaratory judgment or decree under this section shall not be
issurd 1n any proceeding unless the Tax Court, the Claims Court,
or the District Court of the United States for the District of
Columbia determines that the organizalion involved has exhausted
administrative remedies available to it within thr Internal

Revenue Serv;ce.”
Sincere)yy youfs
\
[ J
‘Distrid Diredtor

Enclosure: Publication 892




